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COMMENTS OF SPRINT CORPORATION

Sprint Corporation (“Sprint”), on behalf of its local and long distance divisions,
submits its Comments in Phase 3 of the Notice of Proposed Rulemaking ("NPRM") released
on October 18, 2000, in the above referenced docket.

Phase 3 is entitled "Long Term Transition to Deregulation" and entails a broad
examination of Part 32 and ARMIS requirements when local exchange markets become
sufficiently competitive. Sprint's comments will focus on a transition from Part 32
accounting to a system that follows Generally Accepted Accounting Principles ("GAAP") as
effective competition develops, and a distinction between recording financial information
and reporting it. Sprint opposes subjecting CLLECs to the Commission's accounting and
reporting requirements. Finally, the Commission should not use two percent of the nation's
access lines as a dividing line between smaller and larger LECs.

The Commission seeks comment on whether accounting and reporting requirements

should be eliminated when all carriers become non-dominant or for each carrier as that



carrier becomes non-dominant." The ultimate goal is the elimination of Part 32 accounting,
replaced by the requirement that carriers comply with GAAP, as is the case in competitive
markets. However, this should not occur in a given market until an ILEC becomes non-
dominant and there is no need for that carrier to participate in uniform accounting. As stated
in paragraph 88 of the NPRM, accounting sateguards were implemented to prevent
dominant carriers from taking unfair advantage of their control over exchange services and
exchange access. So long as a dominant carrier situation exists in a given market, the
Commission should maintain some form of regulation to prevent abuse. The Commission
should also maintain uniform accounting where necessary to meet regulatory requirements.
For example, uniform accounting should be maintained where universal service funding is
based on embedded costs.

The Commission has established a distinction between accounting requirements and
reporting requirements. For instance, in paragraph 80 of the NPRM, the Commission
proposed to relieve a group of smaller ILECs, known as the mid-sized carriers, from CAM
tilings and most ARMIS reporting. This relief would not atfect the obligation of these
carriers to allocate costs and maintain accounts in compliance with Commission rules. The
mid-sized carriers would still be subject to audits by the Common Carrier Bureau when
necessary. Relief from reporting requirements is a fair and effective step for the mid-sized
carriers and in the future may be a useful interim step for the larger carriers as eftective
competition develops.

The absence of meaningful residential competition, or significant business
competition in most markets would appear to foreclose any opportunity to generally apply

deregulation of accounting requirements in the near term. As an interim step, the

' NPRM at para. 89.



Commission should continue to evaluate what accounting and reporting requirements are
truly necessary to accomplish its regulatory duties. This includes an analysis of what
information 1s needed to (1) regulate large and medium-sized LECs that are subject to price
cap regulation; (it) regulate LECs that are subject to rate of return regulation; and (ii1)
administer universal service funding and other unique regulatory programs.

The Commission also sought comment on whether non-ILEC carriers should be
subjected to the same regulation as ILECs. The objective should be to achieve a tully
competitive market where regulation 1s generally symmetric and minimal for all carriers.
However, so long as an ILEC enjoys dominant carrier status, it must be subject to more
regulation than the non-dominant carriers. In fact, in a situation where the ILEC actually
has an impact over many of its competitors' ability to compete, by virtue of the fact that the
competitor depends on the ILEC for facilities and service, the Commission should err on
the side of caution in releasing regulatory requirements. At the same time, placing
unnecessary regulation on non-dominant carriers does not serve the public interest. There 1s
no reason to force CLECs to adhere to Part 32 accounting.

In paragraph 95 of the NPRM, the Commussion asks whether deregulation should
proceed in a different fashion for companies with fewer than two percent of the nation's
access lines. As stated above, the Commussion has proposed to relieve the mid-sized carriers
trom CAM filings and most ARMIS reporting. Relief from reporting requirements simply
acknowledges that the burden of filing for smaller carriers, who are not able to spread these
costs over a multitude of customers, outweighs the benetits for the end user customers.

The Commission should continue to apply a benefit versus burden analysis in
determining whether and how to afford relief to smaller carriers. However, Sprint opposes

drawing a line at two percent of the nation's access lines in anticipation of future



deregulation. First, the Commission has already defined a category of mid-sized carriers by
aggregated LEC revenues,” and afforded regulatory relief from accounting and reporting
requirements based on this category. In addition, a second category, represented by an
indexed revenue threshold, determines which individual carriers must submit ARMIS reports
and CAM filings.” Adopting an arbitrary two percent distinction would add an unnecessary
third category of carriers without any reason. The sole effect of adding this third category
would be to separate one mid-sized carrier, Sprint, from the treatment applied to the other
mid-sized carriers. As set forth in Sprint's Comments to the Phase 2 portion of this docket,
the line 1s properly drawn between the regional Bell operating companies and the mid-sized
carriers.

Other than section 251(f)(2) of the Communications Act of 1934, as amended, there
are no other laws applying the two percent standard. It is instructive to note that section
251()(2) did not afford any relief to carriers meeting the two percent standard, but only
acted to limit which carriers could ask a State commission for reliet from complying with the

local competition provisions of sections 251(b) and (c).
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Respecttully submitted,
SPRINT CORPORATION

By /s/
Jay C. Keithley
401 9™ Street, NW, #400
Washington, DC 20004
(202) 585-1920

Rick Zucker
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